AUDITOR’S REPORT OF THE AUDITOR GENFRAr rn xur- 

legislature AND THE COUNCIL ON GAUTENG PROVINCIAL 

year ended 30 JUNE 20^0 MUNICIPALITY FOR THE 

REPORT ON THE FINANCIAL STATEMENTS 
Introduction 

L I have audited the accompanying financial statements of the KunqwinI Lnral M - ■ , 

statement of financial postlion as at 30 June 2010 

performance, statement of channp^i in n > . ’ ^ ^ statement of financial 

ended, and a summary of signirLnt accou T '' r‘'-“"’ "’p YPPr «ien 

and the accounting officer's report as set 00 "! ayp'analory information, 

y iiioci a lepon, as set out on pages xx to xx 

The accounting officer's responsibility for the financial statements 

2. The accounting officer is resnnncihio 

£? o *fc^^ponSlDlB for tho orpn^irafinn ^r^r4 

financial slalemenis in accordance wiih South African S a„na n , 

Accounting Praclicef SA Standards of GRAPl i m ^ Recognised 

Finance Management Act, 2003 (Act No, 56 of 2003)'iirFMTThT''"‘' 
designing, implemeniirrg and maintaining internal con rll rereCan^to 1^/"°"' 

nr: ::r :: 

accounting estimates that are reaso^abl:n^hercrtencer''"'' 


Auditor-General’s responsibility 


3. As required by section 188 of the Constitution of South Africa IdOfi /a , m 

and section 4 of the Publir A„Htf a.f t o . ’ of 1996) 

responsibility is to express an opinion o^n thel 

ra™ 1570 J 1070 W o 

misstatement. statements are free from material 

5. An audit tnyolves performing procedures ,o obtain audit evidence about the 

disclosures in the financial sfatAm«nte eviaence about the amounts and 

statements. The procedures selected depend oh the auditor's 



cons.e. - -- 

nna^c s.3.e.en,s ,„ o.. .o .es.n aurp::::r 

arcumstances, but not for thp nttrn^co • appropriate in the 

entltys ,„.e.„a, co., ^ d Xo I ” °r'°" 

wall as evaloa,i„g iPe overall presen, a., on o, the financial s, a, erne™ ^ 

I believe that the audit evidence f have obtained is sufficient and = 

basis for my audit opinion. ^ ^ appropriate to provide a 


Basis for qualified opinion 


Revenue 


7. I 


8 . 


ncluded m revenue is an amount of R165 389 631 refaHnr, t 

There was no syslem o, Internal control on whll , ’0^ v “ "™“ 
there were no satisfactory alternative acdll procedures IhL ^ 
reasonable assurance that sewice charges revenue was pr per, recorded Zs‘“ “^T" 
I was unable ,c obtain sufficient and appropriate audit evLnce to saff „ " 

accuracy and completeness of service charges revenue as recorded '^ih 

financial performance. recorded in the statement of 

Rates and taxes income amountino tn Rn-^ czqa Q-,-r ■ ^ 
valuation roll. The valuation roll was not updated and 

between the valuation roil and the bilfino svstem Th reconciliation was performed 

that , could perform to obtaffi rlaso 

and cornolpm r reasonable assurance that property rates revenue is accurate 

and complete. Consequently, I did not obtain sufficient anDroDfiate a„H-i h 

myself as to the accuracy and completeness of rates revenue. "" 


Vat 


9. There was a difference of R20, 544.620 between Value Added Tax ivat, 

ledger and my independent assessment. Management c^uW n J ""'T "" 
documentation or reasonable expianaticns for the difference I coufo hL'T 

completeness and valuation of VAT liability amounting ,0 R21g56 096 ' 



Accounts Receivable 


. I was unab e to satisfy myself as to the completeness, existence and valuation of indigent 
tom disclosed ,n note 3 to the financial statements due to lack of documentation The 

municfpalitys records did not permit the application of alternative audit procedures. 

Disclosure 


^ ^ Int ^ incurred distribution losses on electricity and water due to technical losses 

on existing network, faulty meters billinq errors and Thoea i 

the nnTTnrioi 3^1° theft. These losses are oot disclosed in 

he financial statements as required by section 125(1) (d) of the MFMA. 

Opinion 

12- In my opinion, except for the effects of the matters described in the Basis for qualified 
opinion paragraphs, the financial statements present fairly, in all material respects the 
inancial position of the Kungwini Local Municipality as at 3C June 2010 and its financial 

Sla'^rrems Of G^P T !T SA 

btatements of GRAP and in the manner required by the MFMA. 

Emphasis of matters 


1 3. I draw attention to the matters below. My opinion is not modified 
Significant uncertainties 


in respect of these matters: 


14. As disclosed in note 34 to the financial statements, the Kungwini Local Municipality was a 
e enoant various law suits. The outcome of these matters could nof Tresenr be 

stZZt: ™ 'fi'i "''ancial 

Restatement of corresponding figures 

^OOrwlTlstateT statements, the corresponding figure for 30 June 

2009 were restated as a result of errors discovered during 30 June 2010 in the financial 

s a emenis of Kungwin, Local Municipality at, and for the year ended, 30 June 2009. 



Fruitless and wasteful and irregular expenditure 


salaries fh incurred due to interest and penalties and to payment of 

alanes that were made to employees that were long suspended 

■ ^25 getfe'. " '''' the amount of 

5 969 162 was incurred, as proper tender process was not followed. 

Unspent conditional grants 

coLtoTglms"brR2rOM ^ statements, the municipality materially underspent 

Going concern 


19. As disclosed in note 1,3 to the financial statements, the municipality will be diseslab|i,hpH 
and a„ „s assets and iiab,ii„es will be transferred to City o, TshLne 
Municipality in terms of notice 1866 nf ?nin qp ki- j • ^ 

Exlraordinarvnoion ts Published in the Provincial Gazette 

= 100^1 K “ " °f disestablishment 

20 Furthermore fh f P''aaidenl of the Republic of South Africa. 

' sr:;rr4i 'r r " ^ ^ 

exceeded i, s current assets by R 104 too; 5“ 

Additional matter 


21. I draw attention 


to the matter bel 


ow. My opinion is not modified in respect of this matter; 


Unaudited supplementary schedules 


22. The supplementary information set out on panes 33 to 30 nf tho c ■ 1 

report on other legal and regulatory requirements 

Gl2effr3275V'''',^,Tr‘’ '==ded in Government 
Gezede 3275B of 27 November 2009 . , include below my findings on the report on 



predetermined objectives, compliance with the following key laws and regulations: MFMA; 
Municipal Regulations; Municipal Systems Act. 2000 (Act No. 32 of 2000) (MSA); and 
financial management (internal control). 

Predetermined objectives 


24. Material audit findings on the report on predetermined objectives, as set out on pages xx to 
XX are reported below 


Non compliance with regulatory and reporting requirements 
Reported performance information not received in time 

25. The reliability of the performance information as set out on pages xx to xx of the annual 

report could not be verined, since the information was not received in time for audit 
purposes. 


Internal audit of performance measurements 

26. The internal auditors of the municipality did not audit the performance measurements and 

did not submit third and fourth quarterly reports on their audits to the municipal manager and 
the performance audit committee. 

No performance assessments 

27. The accounting officer of the Kungwini Local Municipality did not by 25 January assess the 
performance of the municipality during the first half of the financial year, taking into account 
the municipality's service delivery performance during the first half of the financial year and 
the service delivery targets and performance indicators set in the service delivery and 
budget implementation plan, as required by section 72 of the MFMA. 



Compliance with laws and regulations 

Municipal Finance Manacjement Art / a * m 

a nt Act, 2003 (Act No. 56 of 2003) (MFMA) 

Expe„di.u,e was „o. pai. wi.Hin p3,ama.e,s se, b, .be appbcab.e legislation 

.e acconnimg „™oe, .. no, 

-y.o.tecel.ngib/^slevr.ILretrr.Ier^ ''' - 

Audit committee was not effective 

29. Contrary to the requirements of section 166 (4)(b) of the MFMa m 

committee did not meet as often as renni^H Ir ^ ^^"'cipality's audit 

year Tha audit committee 0X^1100 b c " = 

only mel lw,ce ,n Ihe financial year that ended 30 June 2010. 
Submission of financial statemente 


0. Contrary to the requirements of section 126fiya1 nf tho i\/icr/a 
prepare financial statements within two months Ifter end of th / not 

the Auditor General for auditing. Financial statements were suLutedTr! 7s T 

and were subjected to material audit amendments. September 201 0 

Performance contract for key management not in place 

by aeclicn syd'o, IberoZip'irsTstemTlcraroTArNl orJoooT'"'®"' '' 

No deciara.icn of financial interest by maicrity of councillors 

declare in wnling'’ lo thVmu!dpaTllgrtwn bo'ZTrel T'" 

interests held. ' election or appointment, their 

Financial statements were suhiprt fr. m-,* ■ > 

were subject to material misstatements 

33 Contrary to the requirements of section 122 (1) of the MFMa m 

prepare financial slalemen.s in accordance w i b the Icri^at ™' 

financial statements submitted for audit on 09 September 20 O di/'7r7""‘' “ 

oepiemoer 20io did not fairly present the 



state of affairs of the municipality as there were material amendments that were made 
during the audit process. 


INTERNAL CONTROL 


34. I considered internal control relevant to the audit of the financial statements and the report 
on predetermined objectives as well as compliance with the Municipal Finance Management 
Act, 2003 (Act No. 56 of 2003) (MFMA). but not for the purpose of expressing an opinion on 
the effectiveness of internal control. 

35. The mailers reported below are limited to the significant deficiencies regarding the basis for 
Ihe qualified opinion paragraph, the findings on the report on predetermined objectives and 

the findings on compliance with laws and regulations. 

Leadership 


The accounting officer did not exercise sufficient oversight over the financial statements 

and predetermined objectives by ensuring that the Ondings which arose from prior years 

were resolved in the current year. 

• The Accounting officer did not implement adequate controls to ensure compliance with laws 
and regulations relating to areas reported in paragraphs 28 to 32 above. 


Financial and performance management 

The Accounting officer did not implement adequate controls to ensure that financial 
statements that were submitted for audit were free from material errors. The financial 

statements that were submitted for audit on 9 September 2010 were subject to material 
amendments. 

The personnel in the finance section were not adequately competent to ensure compliance 

with financial reporting requirements. This was evidenced by Ihe high reliance on 

consultants. 


Governance 


e audit committee and performance audit committee did not fulfil its responsibilities as 
set out in legislation and in accordance with accepted best practice. They did not review 
financial statements and report on predetermined objectives before submission for audit 



Other reports 


Investigations in progress 


36 


There were a number of investigations at the municipality 
process followed and ongoing at reporting date. 


in progress into the procurement 



Johannesburg 
9 December 2010 
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Auditing to build public confidence 



